









































































































Delta	 Air	 Lines	 because	 recreational	 companies	 are	 heavily	 concentrated	 in	 my	
internship	 city	 of	 Phoenix,	 Arizona.	 Companies	 such	 as	Mesa	Air	 Lines,	 Starwood	 and	










Overall,	 the	 skills	 learned	 while	 completing	 this	 paper	 will	 translate	 into	 my	
professional	 career.	 Before	 this	 course,	 I	 had	 no	 clue	 how	 to	 read	 actual	 financial	














































































































































	 Huff	 Daland	 Dusters,	 later	 to	 become	 Delta	 Air	 Lines,	 originated	 on	 May	 30,	
1934,	in	Macon,	Georgia.	Owned	by	a	military	aircraft	company,	Huff	Daland,	hoped	to	
aid	farmers	with	keeping	their	agricultural	products	insect-free	by	dusting	the	fields	with	



























the	 works.	 The	 dusting	 service	 line	 became	 available	 in	 much	 of	 the	 southern	 and	
western	United	States,	and	abroad	in	multiple	South	American	countries.	Wolman	later	
went	 to	purchase	 the	 company	with	D.Y.	 Smith	 and	 renamed	 it	 “Delta	Air	 Service”	 in	
1928.	The	name	Delta	originates	from	the	
Mississippi	 River	 Delta	 region	where	 the	
company	 mainly	 conducted	 operations.	
The	name	change	was	due	to	Woolman’s	
intent	 to	expand	 the	 company’s	 services	
from	crop	dusting	to	mail	and	passenger	
services.	Finally,	 in	1929	Delta	Air	Service	began	 to	offer	passenger	 flights.	The	 routes	
ranged	 from	 Jackson,	 Mississippi,	 Dallas,	 Texas,	 and	 Monroe,	 Louisiana.	 Delta	 later	
added	stops	in	Charleston,	South	Carolina,	Birmingham,	Alabama,	and	Atlanta,	Georgia.		
	 Moving	 into	 the	 1930s,	
Delta	 realized	 a	 need	 to	 secure	
an	 airmail	 contract	 to	 keep	
revenues	up	due	to	the	high	cost	
and	 little	 profit	 produced	 by	








United	 States	 Government	 decided	 to	 delegate	 airmail	 contracts	 to	 domestic	 air	
carriers.	 Unfortunately,	 Delta	 lost	 the	 bid	 to	 American	 Airlines	 during	 this	 “Spoilers	
Conference.”	Due	 to	 the	 lack	of	 income,	Delta	was	 forced	 to	 shut	down	 its	passenger	
services	temporarily	on	October	1,	1930.		During	this	period	Delta	Air	Services	also	was	
renamed	to	Delta	Air	Corporation.	The	United	States	Government	determined	that	the	
contracts	were	assigned	unfairly	 and	 therefore	 they	 created	 the	Air	Mail	Act	of	1934.		
The	Air	Mail	Act	of	1934	left	Delta	Air	Corporation	with	airmail	Route	24,	which	handled	
United	 States	 Postal	 Service	 Mail	 in	 the	 southeast	 region.	 The	 company	 began	 mail	
service	 on	 July	 4,	 1934,	 and	 shortly	 after	 on	 August	 5,	 1934,	 Delta	 was	 able	 to	
recommence	their	passenger	service	line.		Delta	also	added	in-flight	meals	for	passenger	
flights	 in	1936.	Finally,	near	 the	end	of	 the	decade	airline	passenger	 services	were	on	
the	 rise,	 and	 the	 government	 realized	 that	 it	 needed	 a	 regulatory	 power	 on	 air	
transportation	much	like	federal	highways.	So	in	1938,	the	government	passed	the	Civil	
Aeronautics	 Act	 that	 required	 airline	 companies	 to	 apply	 for	 “Certificates	 of	










































































The	 1940s	 to	 1950s	 era	 of	
Delta	 Air	 Lines	 is	 marked	 by	
the	 massive	 growth	 and	
technology	 advancements	
within	the	company.	The	1940s	
began	 with	 an	 essential	
addition	to	the	Delta	staff,	stewardesses.	The	addition	of	the	stewardesses	was	just	the	



















Lines,	 Inc.	 That	 year	 they	 received	 recognition	 from	 the	 National	 Safety	 Council	 for	
achieving	 300	 million	 passenger	 miles	 and	 10	 years	 without	 any	 fatalities.	 By	 1946,	
Delta’s	service	lines	even	further	expanded	with	the	addition	of	cargo	services.	Moving	
into	the	later	1940s	growth	continued	with	partnerships	with	TWA	that	allowed	Delta	to	
expand	 its	 routes.	 The	 deal	 allowed	 Delta	 planes	 to	 be	 flown	 by	 TWA	 crews	 from	
Cincinnati	to	Detroit,	Columbus,	Dayton	or	Toledo.	In	return,	Delta	employees	flew	TWA	
planes	 from	 Cincinnati	 to	 Atlanta,	 Miami	 and	 Dallas.	 This	 further	 allowed	 Delta	 to	
increase	 its	 presence	 in	 the	 northern	markets.	 Also	 during	 this	 time,	 Delta	 increased	
plane	 cabin	 luxury	 by	 upgrading	 to	 in	 cabin	 pressurization	 and	 air	 conditioning,	 and	




period	 was	 children	 passengers.	 With	 the	 1950	 children’s	 souvenir	 of	 a	 Junior	 Pilot	
Certificate	 for	young	boy	and	girl	passengers	and	 the	1958	souvenir	of	 “kiddie	wings”	
pins,	Delta	once	again	strived	to	make	all	passengers’	trips	enjoyable.	In	1953,	a	merger	











and	 added	 5,000	 miles	 of	 new	 routes	 to	 Delta’s	 service	 lines.	 Throughout	 the	 mid	
1950’s,	 Delta	 continued	 its	 development	 with	 the	 utilization	 of	 the	 hub	 and	 spoke	
system	 beginning	 in	 1955.	 The	 hub	 and	 spoke	 system	 is	 a	 technique	 that	 involves	
dropping	passengers	off	at	airport	terminals	or	“hubs”	and	allowing	them	to	get	onto	a	
connecting	 flight	or	a	“spoke.”	This	allowed	more	passengers	 to	utilize	 flights	and	 less	






























airline	 to	 start	 a	 jet	 service	 in	
1959.	The	change	leads	to	a	new	
“widget”	 logo	 representing	 the	
swept-wing	 look	 of	 jets.	 Of	
course,	 Delta	 continued	with	 its	
customer	 satisfaction	
































from	 California	 to	 Montego	 Bay	 and	 Caracas,	 and	 were	 recognized	 again	 with	 the	
National	 Safety	 Award	 for	 11	 billion	 passengers	 without	 any	 fatalities.	 Technological	
advancement	followed	in	1962	with	the	 initiation	of	the	SABRE	system,	which	allowed	
“instant”	 reservations	 through	 their	 “Deltamatic”	 system.	 Sadly,	 in	 1966,	 original	
founder	of	Delta	and	current	CEO	C.E	Woolman	passed	away.	With	his	passing,	the	crop-
dusting	service	line	ended.	Unlike	other	airline	businesses,	Delta’s	CEO’s	passing	did	not	
hurt	 the	 company’s	 growth	 and	 income.	 Delta	 had	 a	 smooth	 transition	 from	 C.E.	









permitted	 more	 routes	 for	











Doing	 this	 allowed	 Delta	 to	 focus	 on	 the	 more	 profitable	 routes	 and	 longer	 haul	
destination	flights.	During	the	same	period,	expansion	was	also	happening	in	the	cargo	
service	 line.	 In	 1971,	 Delta	 created	 Delta	 Dash	 Cargo,	 a	 service	 for	 small	 package	
delivery.	By	1975,	the	company	decided	to	create	Delta	Air	Express,	a	guaranteed	cargo	
service.	Delta	once	again	was	a	leading	innovator	becoming	the	first	airline	to	own	an	air	
express	 service.	Customer	amenities	 continued	 to	 improve	during	 the	1970’s	with	 the	
upgrades	providing	the	first	in-flight	audio	entertainment	for	passengers.		
In	1978,	the	United	States	Government	Passed	the	Airline	Deregulation	Act.	The	
act	 removed	 government	 control	 of	 airline	 routes,	 prices	 and	 entry	 into	 the	market.	
Many	airline	companies	scurried	to	grab	as	many	new	routes	as	possible,	but	Delta	was	
more	 conservative.	 Delta	
was	 cautious	 about	 the	
change	 because	 they	 were	
concerned	that	 it	would	 ruin	
profitability	of	 their	hub	and	








concerned	 that	 it	 would	 diminish	 flight	 services	 to	 small	 airport	 destinations.	 This	
cautious	behavior	was	very	 typical	management	 style	of	Delta	during	 the	 Jet	Era.	 The	
company	 was	 technologically	 advanced	 and	 focused	 heavily	 on	 improving	 customer	
satisfaction,	but	 it	was	careful	with	 their	purchases	by	only	buying	aircrafts	 that	were	
proven	 to	 be	 durable	 and	 safe.	 This	 management	 policy,	 known	 as	 a	 “wait-and-see”	
policy,	 saved	Delta	 large	 amounts	 of	money	 in	 the	 1970’s	 because	 they	 did	 not	 have	
frivolous	expenses.	As	Delta	Chairman	during	the	time	period,	W.T.	Beebe	stated,	“We	
don’t	squander	out	money	on	goofy	things	like	advertising.”	This	further	highlights	the	
company’s	 culture	 of	 conservative	 spending	 on	 items	 that	 they	 could	 ensure	 were	
value-added	 profitable	 activities.	 As	 the	 1970’s	 drew	 to	 an	 end,	 Delta	 Air	 Lines	
celebrated	 its	 50th	Anniversary	of	passenger	 services,	 and	also	 received	 recognition	 in	
1979	 for	 the	 first	 airline	 to	 board	 one	million	 passengers	 in	 one	 city	 (Atlanta)	 in	 one	
month	 and	 a	 Public	 Interest	 Award	 for	 their	 efforts	 in	 reducing	 jet	 noise.	 1979	 also	
marked	the	beginning	of	flight	services	to	Frankfurt,	West	Germany.	Although	1979	was	
a	year	of	successes,	it	began	as	a	year	of	turmoil.	The	1979	Energy	Crisis	occurred	due	to	
the	 Iranian	 Revolution	 that	 caused	 an	 oil	 shortage	 worldwide.	 Due	 to	 the	 decreased	
supply	with	the	demand	remaining	constant,	prices	grew	exponentially	and	affected	the	
airline	industry	for	the	brief	period.	During	the	beginning	months	of	1979,	Delta,	along	
























































	 The	 1980’s	 to	 1990’s	 for	 Delta	 Air	 Lines	 was	 marked	 by	 the	 extreme	 growth	
domestically	and	internationally	due	to	the	transition	 in	 internal	management	style.	 In	
the	decades	before,	Delta	Air	 Lines	had	been	known	 for	 their	 conservative	and	“wait-
and-see”	policies	 for	business	purchases	and	ventures,	but	during	the	coming	decades	
Delta	began	utilizing	aggressive	and	risky	strategies	in	hopes	of	expanding	the	company	



































pass	 process	 further,	 so	 in	 1983	 the	 company	 upgraded	 to	 computer	 generated	
boarding	 passes	 and	 automated	 advance	 seat	 selection.	 That	 year	 Delta	 also	 became	
the	 first	 US	 aircraft	 line	 to	 meet	 new	 federal	 flyover	 noise	 standards.	 Continued	
improvements	 	 and	 innovations	were	 a	 large	 part	 of	 the	 beginning	 of	 the	 1980’s	 for	
Delta	Air	Lines.	In	1987	Delta	acquired	Western	Airlines	to	aid	in	the	expansion	of	west	
coast	 routes.	 The	 merger	 caused	 Delta	 Air	 Lines	 to	 become	 the	 fifth	 largest	 aircraft	



















years	 of	 losses,	 Delta	 created	 the	 Leadership	 7.5	 Program	 to	 get	 back	 on	 track.	 The	
Leadership	7.5	Program	was	a	cost	cutting	scheme	to	reduce	costs	by	7.5	cents	for	every	
mile,	per	seat	to	reduce	cost	by	2	billion	dollars	in	the	next	three	years.	The	Leadership	
7.5	 Program	 along	 with	 the	 Rapid	 Redemption	 Flyer	 Program,	 a	 program	 created	 to	
encourage	 passengers	 to	 fly	 often	 and	 instantly	 reedeem	 miles	 for	 free	 tickets,	 the	
company	finally	returned	to	a	positive	profit	in	the	fourth	quarter	of	1994.	
	In	1995,	Delta	 received	a	huge	promotional	boost	by	being	named	the	Official	
Airline	of	 the	1996	Olympics.	Moving	 into	 the	end	of	 the	 century,	Delta	 continued	 its	




































the	 age	 of	 technology	 Delta	 launched	 their	 Delta.com	 website	 in	 2000,	 allowing	 the	
company	to	interact	with	customers	easier.	On	September	11,	2001,	terroists	struck	the	
United	States	via	aircraft	hijacking.	 In	 response,	 the	company	shut	down	 for	 two	days	




























capabilities	 on	 Delta.com.	 These	 improvements	 set	 Delta	 apart	 from	 its	 competitors.	
2004	 marked	 the	 75	 Year	 Anniversary	 of	 passenger	 service,	 but	 turmoil	 was	 on	 the	
horizon.	 In	 2005,	 Delta	 implemented	 “Operation	 Clockwork”	 which	 was	 the	 largest	
scheduleing	 redesign	 in	 airline	 history.	 On	 September	 24,	 2005	 Delta	 filed	 for	
bankruptcy,	but	in	November	had	the	largest	expansion	of	routes	in	company’s	history.	
By	 2006,	 Delta	 Air	 Lines	 had	 overcome	 its	 bankruptcy	 issue	 and	 avoided	 a	 hostile	
takeover	by	US	Airways.	In	2008,	the	company	merged	with	Northwest	Airlines	further	





















Delta	 Air	 Lines	 has	 two	main	 business	 segments	 according	 to	 Delta	 Air	 Lines’	
Segment	Reporting	Footnote	of	the	2013	10-K	Financial	Statement.	Delta	stated	in	their	
10-K	Documents	that	they	determined	these	two	segments	by	the	groups	in	which	the	
executive	 leadership	 team	 regularly	 discusses	 and	 reviews.	 Using	 this	 basis,	 Delta	 Air	
Lines	therefore	arrived	at	two	operating	segments	of:	Airlines	and	Refinery.	The	Airline	
Segment	 covers	 the	 passenger	 and	 cargo	 services	 that	 Delta	 offers	 domestically	 and	
internationally,	plus	 the	maintaneance	and	 repair	of	 third	party	aircrafts	Delta	 serves.	
Where	the	Refinery	Segment,	a	new	service	 line	for	Delta,	 focuses	on	the	refining	and	
production	of	 jet	 fuel.	Delta	purchased	 the	 refinery	 from	Phillips	66	and	has	acquired	
deals,	 mostly	 with	 BP,	 to	 supply	 crude	 oil	 for	 Delta	 to	 refine.	 The	 main	 goal	 of	 the	




















(in	millions)	 Airline	 Refinery	 Intersegment	
Sales	
Consolidated	
Operating	Revenue	 $37,773	 $7,003	 	 $37,773	
Sales	to	airline	
segment	
	 	 ($1,156)	 	




	 	 ($495)	 	
Operating	income	(loss)	 $3,516	 $116	 	 $3,400	
Interest	expense,	net	 $698	 --	 	 $698	
Depreciation	and	
amoritization	
$1,641	 $17	 	 $1,658	
Total	assets,	end	of	period	 $51,080	 $1,172	 	 $52,252	
Capital	expenditures	 $2,516	 $52	 	 $2,568	
The	data	in	the	table	above	is	provided	from	the	10-K	on	SEC.gov	
	
Delta’s	Corporate	Headquarters	 is	 located	in	Atlanta,	Georgia,	which	 is	also	the	
head	of	the	Airline	Segment.	The	Airline	Segment	also	has	key	operating	business	hubs	
in	 Amsterdam,	 Atlanta,	 Cincinnati,	 Detroit,	Minneapolis-St.	 Paul,	 New	 York-LaGuardia	






























































































































































Delta	 Board	 of	 Directors	 currently	 consists	 of	 sixteen	members,	 although	 one	
does	not	have	voting	power.	The	Board	meets	four	times	a	year	regularly,	but	will	meet	
extra	 times	 for	 special	 situations.	 According	 to	 Delta	 Air	 Lines	 Website,	 “The	 Board	
believes	 sound	 corporate	 governance	 practices	 provide	 an	 important	 framework	 in	
assisting	the	Board	to	discharge	its	responsibilities.	Accordingly,	the	Board	has	adopted	
corporate	 governance	 principles	 relating	 to	 its	 functions,	 structure,	 and	 operations”	
(DeltaAirLines.com).	
	















































































































































company	 represents	 the	 supplier	 side	 of	 the	 company	 through	 the	multiple	Directors	
whom	have	experience	 in	 the	oil	 refinery	and	aircraft	 industries.	The	customer	side	 is	
represented	 through	 the	 Directors	 with	 Communications	 and	 Relations	 backgrounds	
such	 as,	 Roy	 J.	 Bostock	 and	 international	 customer	 affairs	 being	 represented	 through	
Sergio	 Rial	 and	 Francis	 S.	 Blake’s	 backgrounds.	 I	 do	 believe	 that	 international	 affairs	
could	 be	 more	 widely	 represented	 because	 the	 only	 strong	 representation	 is	 Rial’s	
connection	 with	 South	 America.	 Delta	 has	 numerous	 business	 processes	 ongoing	 in	
Europe,	 so	 it	 would	 beneficial	 to	 have	 European	 representation.	 Financially	 speaking,	
Delta	 Air	 Lines’	 Board	 of	 Directors	 contains	 numerous	 officers	 who	 used	 to	 work	 in	
financial	 services	 or	 as	 CFO’s	 such	 as,	 Rial	 or	 Mattson.	 The	 technical	 aspects	 of	 the	









fits	 DeWalt)	 are	 clearly	 covered	 on	multiple	 levels.	 The	 company‘s	well-differentiated	
board	 allows	 the	 company	 to	 have	 a	 better	 understanding	 of	 the	 outside	 forces	 that	
could	possible	hinder	the	company’s	growth.	But,	the	board	 lacks	clear	personnel	that	
have	 worked	 in	 United	 States	 Transportation	 Regulatory	 Offices,	 although	 a	 political	
aspect	 is	 covered	with	 the	 former	 Atlanta	Mayor,	 Shirley	 Franklin’s	 background.	 I	 did	
enjoy	 that	 the	 company	 included	 a	 pilot	 on	 its	 Board	 of	 Directors.	 This	 allows	 the	
company	 to	 stay	 up	 to	 date	 on	 pilot	 codes,	 what	 its	 employees	 really	 want,	 and	
understanding	how	the	aircrafts	work.	Overall	I	believe	that	Delta’s	Board	of	Directors	is	


















The	 mission	 statement	 highlights	 Delta	 Air	 Lines’	 purpose	 of	 organization,	
business	 statement	 and	 values	 of	 the	 organization.	 We	 see	 that	 the	 purpose	 of	 the	
organization	is	to	“form	a	force	of	positive	and	global	change”.	The	business	statement,	
or	 how	 the	organization	will	meet	 its	 purpose	 is	 seen	 in	 the	 statement	 of,	 “bettering	
standards	 of	 living	 and	 the	 environment	 where	 and	 our	 customers	 live	 and	 work.”	
Finally	the	business	values	in	a	bit	ambiguous	but	it	is	portrayed	in	the	statement,	“We	
are	Delta’s	 Force	 for	Global	Good.”	 The	mission	 statement	would	 be	 better	 if	 it	 gave	



























































































































































































built	 through	 the	 utilization	 of	 the	 most	 innovative	 and	 efficient	 technology	 and	
luxurious	 amenities	 have	put	Delta	 at	 the	 forefront	 of	 high	quality	 commercial	 airline	
services.	 Delta	 attempts	 to	 offer	 its	 passengers	 the	 best	 amenities	 possible	 while	
keeping	 prices	 low	 and	 comparable	 to	 other	 airline	 providers.	 As	 seen	 through	 their	
goals	at	each	business	process	level,	Delta	has	a	focus	on	making	their	customers	more	
































of	 the	 week,	 and	 when	 to	 flight	 is	 booked	 can	 affect	 the	 quoted	 ticket	 price	 for	 a	
passenger’s	 seat.	When	 demand	 rises,	 the	 airlines	 raise	 prices	 accordingly,	 but	 when	
demand	 falls	 for	 certain	 flights	 the	 company	 will	 lower	 the	 cost	 of	 passenger	 seats	
temporarily.	Prices	levels	are	on	a	flight-by-flight	basis.	In	the	sub	class	of	normal	goods,	
passenger	airline	services	would	be	considered	a	luxury	good.	Airline	services	are	leisure	
goods	 and	 when	 the	 economy	 is	 doing	 poorly	 the	 average	 family’s	 income	 spent	 on	
leisure	 activities	 decreases	 significantly.	 Because	 consumers	 can	 do	without	 air	 travel	
during	tough	economic	times,	the	service	would	most	 likely	fall	 in	the	luxury	category.	
Overall	air	service	companies	profits	soar	during	good	economic	times	due	to	increase	
leisure	 travel,	 the	 only	 exception	would	 be	 business	 travel,	which	would	 still	 become	













The	 biggest	 input	 in	 the	 airline	 industry	 is	 gasoline	 and	 aircrafts.	 Since	 Delta	
Airlines	has	 taken	away	 the	 supplier	portion	of	 the	gasoline	 supply	 chain	due	 to	 their	
refinery	segment,	Delta’s	 inputs	are	heavily	focused	on	their	aircraft	fleet.	These	input	




























Focusing	 on	 the	 biggest	
investment	 of	 inputs	 in	 the	 Airline	
Industry,	the	aircrafts	are	provided	by	
two	 companies:	 Boeing	 and	 Airbus.	
Boeing	 and	 Airbus	 are	 for	 the	 most	
part	the	only	two	commercial	aircraft	
manufacturers	 with	 substantial	
market	 shares.	 The	 small	 amount	 of	
competition	 in	 the	 aircraft	
manufacturing	 allows	 manufacturers	
to	 build	 long-term	 contracts	 with	
airlines	 and	 leaves	 air	 service	
corporations	 such	 as	 Delta	 with	 little	 choice	 in	 manufacturer.	 Delta	 currently	 has	 an	
aircraft	 fleet	of	764	planes	with	583	of	those	owned	and	181	 leased.	The	majority	are	
Boeing	 aircraft	models	with	 a	 few	 Airbus	 planes	 as	well.	 Looking	 at	 Boeing’s	website	
most	of	the	700	line	planes	that	Delta	purchases	have	a	sticker	price	between	$330	and	
$380	 million,	 further	 highlighting	 the	 extensive	 investment	 airline	 service	 providers	
must	place	 in	 their	companies.	 	The	table	below	shows	the	aircrafts	 in	Delta’s	current	
Aircraft	 Owned	 Leased	 Total	
B717–200	 -	 45	 45	
B737–700	 10	 -	 10	
B737–800	 73	 -	 73	
B737–900ER	 17	 10	 27	
B747–400	 4	 9	 13	
B757–200	 92	 35	 127	
B757–300	 16	 -	 16	
B767–300	 11	 5	 16	
B767–300ER	 51	 7	 58	
B767–400ER	 21	 -	 21	
B777–200ER	 8	 -	 8	
B777–200LR	 10	 -	 10	
A319–100	 55	 2	 57	
A320–200	 50	 19	 69	
A330–200	 11	 -	 11	
A330–300	 21	 -	 21	
MD–88	 76	 41	 117	
MD–90	 57	 8	 65	
	 	 	 	












may	 stay	 structurally	 throughout	 its	 years	 of	 use	 but	 the	 consumer	 amenities	 are	
updated	to	provide	more	comfortable	and	enjoyable	flights.		Airline	purchases	are	often	
very	 volatile	 and	 will	 be	 postponed	 depending	 on	 the	 current	 state	 of	 economy	 and	
demand	for	 flights.	 If	customers	are	currently	unwilling	to	spend	on	air	 transportation	




and	 controlled	 by	 one	 of	 the	 following	 minority	 groups:	Women,	 African	 Americans,	
Asian	American,	Hispanic	American,	Native	Americans,	Disabled	Veterans,	Gay,	Lesbian,	
and	Bisexual	&	Transgender.	 	Delta’s	goal	 is	 to	build	 relationships	with	more	qualified	
and	diverse	 suppliers	and	 they	encourage	 their	other	 suppliers	 to	do	 so	as	well.	 They	























Delta	 has	 competitors	 on	 both	 the	 domestic	 and	 international	 level.	 Although	
there	a	multiple	 competitive	 forces	 that	 rival	Delta	Air	 Lines	 the	 two	main	 companies	
that	compete	directly	with	Delta	Air	Lines	on	both	the	domestic	and	international	field	
are	American	Airlines	Group	Inc.	and	United	Continental	Holdings	Inc.	While	Delta	is	not	
the	 leader	 in	 the	domestic	or	 international	markets,	 it	does	hold	a	 substantial	market	












	 United	 Continental	Holdings	 Inc.	 is	 the	 parent	 company	 of	United	Airlines	 and	
Continental	 Airlines.	 They	 are	 headquartered	 in	 Chicago,	 IL	 and	 the	 two	 subsidiaries	
merged	 in	2010.	The	company	has	about	5,600	 flights	a	day	and	serves	domestic	and	








merged	 in	 2013.	 The	 merger	 was	 not	 easy	 with	 the	 Department	 of	 Justice	 forcing	
American	to	give	up	 landing	spots	at	multiple	airports	 in	order	 for	 the	merger	 to	 take	
place.	 The	 company	has	 about	 6,700	 flights	 a	 day	 to	 339	destinations	 in	 54	 countries	





















segment	 decreasing	 some	 of	 the	 middleman	 costs	 of	 refining	 crude	 oil.	 Still,	
crude	oil	prices	change	daily	and	therefore	affect	the	cost	of	flying	their	planes.		
Delta	has	no	 control	 over	 the	price	of	 crude	oil	 and	 trends	only	 foreshadow	a	
	 DAL	 AAL	 UAL	 Industry	
Markey	Cap	 39.90B	 36.11B	 26.01B	 2.50B	
Employees	 79,655	 111,852	 80,500	 59.71K		
Qtrly	Rev	Growth	 .06	 .63	 0.00	 .25	
Revenue	 40.36B	 39.86B	 39.90B	 14.75B	
Gross	Margin	 .20	 .27	 .28	 .21	
EBITDA	 4.70B	 5.67B	 4.48B	 1.52B	
Operating	Margin	 .07	 .11	 .07	 .09	
Net	Income	 659M	 284M	 1.13B	 N/A	
EPS	 .78	 .51	 2.93	 .51	
P/E	 62.00	 98.32	 24.05	 63.05	








continued	 rise	 in	 its	 average	 price	 in	 the	 future.	 The	 estimated	 barrel	 price	 is	
2015	was	$56.70	per	barrel,	but	in	reality	it	rose	to	$72.60	per	barrel	that	year.		
2. International	Travel		
Since	 the	 recession	 it	 has	 become	 safer	 and	 cheaper	 for	 international	
travel.	The	largest	number	of	visitors	came	from	Canada	and	Mexico	to	the	US	in	






attempts	 such	 as	 9/11.	 9/11	 took	 a	 hard	 hit	 on	 the	 airline	 industry,	 causing	 a	






















































































































































Delta	 currently	 has	 assets	 totaling	$54,252	million,	 and	 its	 composition	 can	be	
split	 into	three	main	groups:	Current	Assets,	PPE	(Plant,	Property	and	Equipment),	and	
Other	 Assets.	 Current	 Assets	 includes	 the	 subgroups	 of	 cash,	 cash	 equivalents,	 short-
term	investments,	restricted	cash,	account	receivable,	fuel	inventory,	expendable	parts	
and	 supplies	 inventories,	 deferred	 income	 taxes,	 and	 prepaid	 expenses.	 Totaling	 at	
$9,651	million,	current	assets	only	composes	18	percent	of	Delta’s	total	assets.	The	PPE	
category	 is	 compromised	 of	 the	 property	 and	 equipment	 Delta	 owns	 such	 as	 their	
aircrafts,	 which	 results	 in	 42	 percent	 of	 Delta’s	 assets.	 Finally	 Other	 Assets	 includes	



















company	does	have	quite	a	bit	of	 goodwill	 and	 intangible	assets	with	$14,362	million	
creating	approximately	27	percent	of	the	total	asset	composition.		
The	 company	 makes	 some	 valuations	 utilizing	 fair	 market	 value	 but	 must	
estimate	 for	 others.	 According	 to	 the	 companies	 10-K	 they	 do	 make	 estimations	 on	
certain	values	of	assets	and	other	entities,	but	comply	with	GAAP	policies.	For	goodwill	
and	intangibles	the	10-K	states	that	Delta	utilizes	a	fair	market	value	impairment	to	set	
the	 value	 of	 intangible	 assets.	 Items	 in	 PPE	 are	 recorded	 utilizing	 impairments,	
depreciation	and	predictors	for	future	cash	flows	to	determine	the	carrying	value	of	the	
property,	 plant	 or	 equipment	 item.	 Fair	 market	 value	 assets	 included	 cash,	 cash	
equivalents,	 long-term	 investments,	 restricted	 cash,	 and	 hedge	 derivatives	 The	 main	
entities	Delta	Air	Lines	estimates	that	may	not	be	precise	with	actual	value	according	to	
their	10-K	is	the	Frequent	Flyer	Program,	Passenger	Ticket	Sales	Earning	Mileage	Credits,	
Sale	 of	 Mileage	 Credits,	 Breakage,	 Goodwill,	 Intangibles,	 Long-Lived	 Assets	 (PPE),	
Income	 Tax	 Valuation	 Allowances,	 Defined	 Benefit	 Pension	 Plans,	 Weighted-Average	
Discount	 Rate,	 Expected	 Long-Term	 Rate	 of	 Return,	 and	 Funding.	 	 Items	 that	 are	
estimated	 that	 involve	 customer	 contact	 (Frequent	 Flyer	 Program,	 Passenger	 Ticket	
Sales	Earning	Mileage	Credits,	Sale	of	Mileage	Credits)	are	more	likely	to	be	sensitive	to	

















are	 usually	 low	 for	 airlines	 due	 to	 the	 large	 investment	 in	 PPE.	 PPE	 is	 essential	 to	
function	of	 the	 company	because	 the	planes	and	airport	 gates	needed	 to	provide	 the	
DAL	 AAL	 UAL	
Other	Assets	 20,747	 8,696	 10,063	
PPE	 21,854	 19,259	 18,047	




























asset	 tends	 to	hurt	Airline	Company’s	current	asset	 ratio,	due	to	 its	exclusion	of	 long-
term	assets	in	its	calculations.		This	trend	of	short-term	or	current	assets	being	low	and	
long-term	or	PPE	and	other	assets	being	high	can	be	seen	throughout	the	past	five	years	
at	Delta	Air	Lines	and	is	depicted	 in	the	graphic	below.	The	airline	 industry	most	 likely	
will	not	 see	a	 change	 in	 this	 type	of	 composition	of	assets	due	 to	 the	 requirement	 to	





2013	 2012	 2011	 2010	 2009	
Long-Term	Assets	 42,601		 36,278		 35,770		 35,881		 35,798		






















2013	 2012	 2011	 2010	 2009	
TOTAL	LIABILITIES	 40,609	 46,681	 44,895	 42,291	 43,544	








Looking	 at	 Delta	 Air	 Lines	 financing,	 an	 adjustment	 was	 necessary	 when	
comparing	 total	 liabilities	 with	 total	 equity	 to	 determine	which	 primarily	 handles	 the	
company’s	 financing.	Total	Stockholder	Equity	would	not	be	appropriate	 to	use	 in	 this	
situation	due	to	the	deficit	in	Retained	Earnings	occurring	in	many	of	the	years	at	Delta,	
seemingly	 looking	 like	 there	was	no	 income	 from	stock.	 Therefore,	 in	 this	 section	 the	
comparison	of	 total	 liabilities	was	paired	with	Paid	 in	Capital.	Unsurprisingly,	Delta	Air	





graphic	 showing	 the	 debt-to-equity	 ratios	 of	 Delta	 Air	 Lines	 over	 the	 past	 five	 years	
compared	to	 its	competitors	depicts	the	enormous	range	of	change	 in	Delta’s	ratio.	 In	
2009,	the	company	was	facing	extremely	high	risk	due	to	 its	high	debt-to-equity	ratio.	
This	later	fell	in	2011	and	2012	to	a	negative	debt-to-equity	value.	A	negative	solvency	












2013	 2012	 2011	 2010	 2009	
DAL	 3.49	 -21.91	 -32.16	 47.15	 177.73	
AAL	 -3.65	 -2.76	 -4.35	 -7.36	 -8.29	










































































































to	 the	equipment	needed	 to	provide	 flight	 services	 to	customers.	Aircrafts	are	a	huge	
expense,	meaning	 that	 they	 cannot	be	paid	 in	one	 year	or	 less.	 This	mere	 fact	 alone,	
cause	Delta’s	noncurrent	liabilities	to	be	much	larger	than	current.	Another	large	part	of	
Delta’s	noncurrent	liabilities	is	their	pension	plans.	This	is	in	line	with	Delta’s	core	value	






2013	 2012	 2011	 2010	 2009	
Noncurrent	LiabiliXes	 26,457	 33,411	 32,194	 30,906	 33,747	






























Over	 the	 past	 five	 years	 Delta	 has	 been	 increasing	 its	 current	 liabilities	 and	




































The	 trend	 over	 the	 last	 five	 years	 in	 Delta	 Air	 Lines	 cash	 flows	 highlights	 the	
company’s	economic	life	cycle	stage.	With	operating	activities	being	positive	values	over	
the	past	 five	 years,	 and	 financing	 and	 investing	 activities	 being	negative	 integers,	 this	
2013	 2012	 2011	 2010	 2009	
OperaXng	 4,504		 2,476		 2,834		 2,832		 1,379		
InvesXng	 (2,756)	 (1,962)	 (907)	 (1,005)	 (951)	
Financing	 (1,320)	 (755)	 (1,571)	 (2,521)	 (19)	




























indicates	 that	 the	 company	 is	 at	 the	mature	 stage	 of	 its	 life	 cycle.	 The	mature	 cycle	
indicates	that	the	profits	will	begin	to	fall	and	sales	will	peak.	During	the	maturity	stage	
of	a	company	it	is	essential	for	the	organization	to	innovate	and	differentiate	itself	from	
its	competitors	due	to	the	high	saturation	of	 the	market.	 In	order	 to	avoid	 falling	 into	
the	declining	stage	the	company	must	find	a	way	to	increase	profitability	and	continue	
















































As	discussed	earlier	 the	 likely	cause	of	such	a	 low	current	 ratio	 is	 that	 the	majority	of	













	 Debt-to-Equity	 has	 substantially	 improved	with	 it	 going	 from	 extreme	 highs	 in	
2009	and	2010,	to	negative	values	in	2011	and	2012	and	finally	a	normal	amount	for	the	
industry	in	2013.	This	type	of	change	depicts	that	Delta	has	moved	from	extreme	debt,	
to	extreme	 investment	 in	 intangible	assets,	 to	 finally	a	balanced	 relationship	between	
the	amounts	of	debt	they	have	and	the	amount	of	equity	they	are	receiving	from	their	
investors.		
	 Times	 Interest	 Earned	 clearly	 shows	 the	 improvements	 of	 Delta	 Air	 Lines	 over	
the	past	five	years.	The	times	interests	earned	values	have	grown	each	year	since	2009,	
with	a	significant	 jump	from	2012	to	2013.	This	 implies	that	company	can	pay	back	 its	













years	 due	 to	 the	 large	 income	 growth	 with	 relatively	 same	 numbers	 of	 outstanding	












According	 to	 Delta	 Air	 Lines’	 10-K	 the	 Accounts	 Receivable	 account	 is	 mainly	
composed	 of	 the	 amount	 due	 from	 credit	 card	 companies	 for	 passenger’s	 airfare,	
maintenance	 and	 cargo	 transportation	 services	 payments	 and	 mileage	 credits	 from	




	 2013	 2012	 2011	 2010	 2009	
Accounts	Receivable	(in	
billions)	





























1.43%	 2.13%	 2.11%	 2.74%	 3.47%	
	
Over	the	past	 five	years	Delta’s	accounts	receivable	turnover	has	fluctuated	up	
and	 down,	 but	 had	 a	major	 increase	 after	 2009.	 2013’s	 accounts	 receivable	 turnover	









area	 of	 accounts	 receivable	 turnover.	 As	 for	 average	 collection	 period	 the	 value	 has	
been	overall	a	decreasing	trend	over	the	past	five	years.	This	decreasing	trend	is	positive	
because	 it	means	the	company	 is	collecting	customer’s	payments	more	quickly.	Below	
trend	 graphs	 depict	 the	 accounts	 receivable	 turnover	 and	 average	 collection	 period.	
Most	of	the	credit	is	from	passengers	so	the	values	represent	that	most	of	the	accounts	










































write-offs,	 bankruptcies	 and	 other	 specific	 analyses,	 but	 the	 bad	 debts	 expense	 is	
immaterial	 and	 therefore	 fairly	 irrelevant.	 	 But	 the	 bad	 debts	 expense	 data	 does	
illuminate	 that	 the	 company	 is	 typically	 predicting	 less	 bad	 debts	 expense	 each	 year	
over	 the	 past	 five	 years,	 meaning	 that	 the	 company	 is	 expecting	 to	 receive	more	 of	
accounts	receivable	payments.	The	effect	of	a	low	bad	debts	expense	would	be	higher	

























have	 been	 purposeful.	 By	 reporting	 less	 bad	 debts	 expense,	 Delta	 is	 decreasing	 the	
amount	of	expenses	reported	on	the	income	statement	and	consequently	increasing	net	
income.	That	being	said,	it	makes	sense	for	Delta	to	have	fairly	low	bad	debts	expense	
due	 to	 the	 large	 amount	 of	 accounts	 receivable	 being	 low	 amount	 consumer	 airfare	
credit	purchases.	Channel	 stuffing	would	be	difficult	 to	manipulate	due	 to	 the	 limit	 in	
the	amount	of	product	(number	of	seats)	available	to	sell	to	consumers.	In	other	words,	
there	 is	 a	 limit	 in	 the	amount	 the	 company	 can	 report	 as	 sales	 through	a	distribution	








According	 to	 the	 10-K,	 Delta	 Airlines’	 types	 of	 inventory	 fall	 in	 two	 main	
















are	all	 finished	goods	 from	the	 refinery	process	and	have	a	carrying	value	of	 lower	of	
cost	or	market.	FIFO	method	is	utilized	to	determine	cost	allocation	and	the	total	costs	




	 2013	 2012	 2011	 2010	 2009	
Spare	Parts	Inventory	
(in	billions)	
$357	 $404	 $367	 $318	 $327	
Fuel	Inventory	(in	
billions)	
$706	 $619	 $168	 X	 X	
Total	Inventory	(in	
billions)	
$1063	 $1023	 $535	 $318	 $327	



























since	 then	has	 stayed	 fairly	 stable	with	 a	 slight	 drop	 in	 2010.	 The	 gross	 profit	margin	




This	 is	 due	 to	 the	 implementation	 of	 the	 refinery	 segment	 for	 Delta	 Airlines.	 Delta	
refines	crude	oil	to	jet	fuel	that	they	utilize	on	their	own	aircrafts	and	sell	the	excess	to	
other	airline	carriers.	Because	Delta	uses	some	of	its	inventory	for	its	own	services,	the	
inventory	 turnover	 decreased	 significantly	 and	 average	 inventory	 days	 outstanding	
increased	drastically	due	 to	an	 increase	 in	 the	amount	of	 inventory	on	hand	but	 little	
change	 in	 the	 amount	 of	 sales.	 	 Although	 a	 low	 inventory	 turnover	 and	 high	 average	













































LIFO	 valuation	method	by	 releasing	 LIFO	 reserve	 to	 earning	 by	 decreasing	 production	
relative	to	sales.	Since	Delta	does	not	utilize	LIFO	valuation,	the	company	would	not	be	
able	to	implement	such	a	manipulation.	Another	possibility	of	manipulation	is	delaying	
inventory	 write-downs	 to	 avoid	 a	 loss.	 This	 could	 happen	 when	 Delta	 is	 reporting	
inventory	 at	 lower	 of	 cost	 or	market.	 The	 company	 could	 delay	 this	 process	 until	 the	
market	price	rises	again	therefore	avoiding	a	 loss	on	their	products	on	hand.	Avoiding	


















better	by	 stockholders.	 Finally,	Delta	 could	manipulate	 inventory	by	 low	market	value	
write-offs	 that	would	 later	 show	extreme	profits	when	 sold	 at	 a	much	 higher	market	
value.	 This	 kind	 of	 manipulation	 would	 show	 profits	 that	 did	 not	 actually	 exist	 and	
consequently	 cause	 net	 income	 to	 increase.	 Inventory	 is	 yet	 another	 aspect	 that	







the	 fact	 that	 its	 service	 involves	 providing	 a	 long-term	 asset	 for	 consumer	
transportation.	The	company	has	two	main	types	of	PPE:	flight	equipment	and	ground	
and	 property	 equipment	 (owned	 and	 under	 capital	 leases).	 	 The	 company	 computes	
depreciation	by	 reporting	property	and	equipment	at	 cost	and	depreciating	 it	utilizing	





























2013	 2012	 2011	 2010	 2009	
Flight	
Equipment	
21-30	years	 $23,373	 $21,481	 $21,001	 $20,312	 $19,513	
Ground	Property	
and	Equipment	























	 ($7,792)	 ($6,656)	 ($5,472)	 ($4,164)	 ($2,924)	
Total	property	
and	equipment	






















2009	 to	 2011.	 An	 increase	 in	 fixed	 asset	 turnover	 is	 a	 positive	 change	meaning	 that	
Delta’s	fixed	assets	were	more	productive	in	generating	sales	in	recent	years.			
Delta	reports	impairments	on	long-term	assets	for	multiple	reasons	including:		1)	
decision	 to	 remove	 flight	 equipment	 permanently,	 2)	 large	 changes	 in	 useful	 life	
estimate	3)	 large	changes	 in	projected	cash	flows,	4)	permanent	and	large	decrease	 in	
aircraft	 fleet	 fair	values	5)	a	change	 in	 regulation.	Long-term	assets	held	 for	 sale	have	
discontinued	 depreciation	 and	 impairment	 losses	when	 carrying	 value	 is	 greater	 than	
fair	value	minus	cost	of	good.		The	impairment	on	aircrafts	is	done	by	grouping	aircrafts	




noted	 or	 recorded	 specifically	 for	 long-term	 assets,	 so	 it	 is	 assumed	 that	 none	 have	
occurred	in	the	past	five	years.		
(In	years)	 2013	 2012	 2011	 2010	 2009	
Average	Age	of	Assets	 4.98	 4.05	 3.59	 2.69	 1.83	









The	 average	 age	 of	 assets	 has	 increased	 significantly	 since	 2009	meaning	 the	
company’s	assets	are	deteriorating	more	rapidly	than	in	earlier	years,	but	on	the	other	
hand	the	remaining	useful	life	is	increasing	rapidly	since	2009.	An	increasing	remaining	
useful	 life	 indicates	 that	assets	have	more	 time	before	 they	need	 to	be	 replaced.	The	
opposing	 viewpoints	 of	 the	 average	 age	 of	 assets	 and	 the	 remaining	 useful	 life	 is	
concerning	because	increasing	age	and	increasing	useful	life	do	not	correlate.	This	could	
mean	manipulation	 of	 long-term	 assets	 has	 taken	 place.	 By	 increasing	 the	 remaining	
useful	life	of	an	asset	the	company	is	able	to	increase	the	denominator	of	the	straight-
line	depreciation	 equation.	 The	denominator	 increase	 causes	depreciation	 expense	 to	
decrease,	 and	 as	 a	 result,	 fewer	 expenses	 reported	 on	 the	 income	 statement.	






















Delta	Air	Lines	does	a	 large	part	of	business	 in	 intercorporate	 investments	and	
acquisitions.	Looking	at	 long-term	investments	footnotes	in	the	firm’s	2013	10-K,	 long-
term	 investments	 are	primarily	 equity	 investments	 in	Grupo	Aeromexico	 SAB	de	C.V.,	
the	 parent	 company	 of	 Aeromexico	 located	 in	Mexico	 and	 Linhas	 Aereas	 Inteligentes	
S.A.,	 the	 parent	 company	 of	GOL	 located	 in	 Brazil.	 Delta	 basis	 its	 investments	 on	 the	
quoted	market	price	of	 the	publically	 traded	 firms	and	 they	 sold	all	 their	auction	 rate	


































2013	 2012	 2011	 2010	 2009	







































There	 are	 no	 income	 effects	 related	 to	 interest	 revenue	 due	 to	 none	 being	
reported	 in	the	10-K	or	goodwill	 impairments,	due	to	their	 immaterial	value	according	
to	Delta	Air	Lines’	10-K.	As	for	unrealized	holding	gains	and	 losses	and	related	holding	
gains	and	losses,	the	values	over	the	past	five	years	are	depicted	above.	While	realized	
holding	gains	and	 losses	have	 stayed	 fairly	 steady	over	 the	past	 five	 years,	unrealized	
holding	gains	and	 losses	has	 seen	a	dramatic	 jump	 starting	 in	2011	and	 continuing	 to	




2013	 2012	 2011	 2010	 2009	
Unrealized	Holding	Gains	
and	Losses	 $3,037		 ($1,975)	 ($3,057)	 ($560)	 ($192)	
Realized	Holding	Gains	and	




























the	 greatest	 effect	 of	 the	 unrealized	 and	 realized	 holding	 gains	 for	 Delta	 and	 they	






derivative	 also	 handles	 entities	 such	 as	 interest	 effects	 on	 cash,	 cash	 equivalents	 and	
benefit	 obligations	 such	 as	 pensions.	 To	 handle	 the	 change	 in	 interest	 rates	 the	
company	utilizes	 interest	swaps.	The	risk	that	the	company	endures	for	cash	and	cash	
equivalents	is	the	decrease	in	interest	income	from	falling	interest	rates.	As	for	benefit	





Derivatives	are	classified	 in	the	financial	statements	depending	on	 if	 the	values	









hedge	 derivatives	 are	 lumped	 into	 aircraft	 fuel,	 interest	 rate	 hedges	 are	 paired	 with	




(in	millions)	 2013	 2012	 2011	 2010	 2009	
Fuel	Hedge	 --	 $15	 $233	 ($87)	 ($1,344)	
Interest	Hedge	 --	 ($5)	 --	 ($5)	 --	




(in	millions)	 2013	 2012	 2011	 2010	 2009	
Fuel	Hedge	 --	 ($15)	 ($166)	 $158	 $1,268	
Interest	Hedge	 $28	 $14	 ($8)	 ($28)	 $51	




























with	 the	 exception	 of	 2011	 when	 restructuring	 expenses	 dropped	 severely.	 Delta	
categorizes	 restructuring	 expenses	 into	 four	 categories:	 facilities,	 fleet,	 and	 other,	
severance	 and	 related	 costs,	 routes	 and	 slots,	 and	 merger-related	 items.	 The	 graph	
below	depicts	the	allocation	of	restructuring	expenses	of	Delta	Air	Lines	in	each	of	the	
four	categories.	As	depicted	below,	2013	restructuring	expenses	all	 rested	 in	 facilities,	
2013	 2012	 2011	 2010	 2009	































fleet	and	other.	This	 is	due	to	Delta’s	 focus	on	removing	older	and	 inefficient	aircrafts	
from	 operation	 and	 replacing	 them	 with	 newer	 models.	 Delta	 hopes	 with	 the	 new	
aircraft	 fleet	 they	 will	 be	 able	 to	 increase	 fuel	 efficiency	 and	 customer	 service,	 and	
decrease	maintenance	costs.	Severance	and	related	costs	were	utilized	in	restructuring	
termination	benefits	that	employees	could	elect	to	take	in	2012	and	2011.	The	voluntary	
severance	 program	 had	 2,000	 employees	 elect	 to	 take	 the	 benefit	 package	 and	 also	
1,700	 Comair	 employees	 received	 severance	 packages	 when	 operations	 shutdown	 in	
2012.	 The	 Comair	 employee	 phase	 out	 severance	 packages	 had	 been	 part	 of	
restructuring	charges	 from	2009	until	 its	shutdown.	The	voluntary	severance	packages	




restructuring	 expenses.	 This	 was	 due	 to	 the	 merger	 with	 Northwest	 Air	 Lines.	 The	













would	 most	 likely	 see	 Delta’s	 restructuring	 charges,	 especially	 in	 2013	 as	 a	 way	 to	
reduce	future	costs	and	expense.	By	upgrading	their	aircraft	fleet	Delta	will	be	able	to	
spend	 less	of	 their	 revenues	on	 fuel	and	 repairs.	They	also	will	most	 likely	have	more	
consistently	 running	 airplanes	with	 less	 breakdowns	 and	 therefore	 happier	 and	more	
loyal	 customers.	Delta	also	was	able	 to	eliminate	unutilized	human	capital	by	offering	
severance	packages.	Volunteer	severance	packages	allow	for	easier	layoffs	and	decrease	























unnecessary	payrolls.	So	although	the	restructuring	costs	are	high,	 in	 the	 long	run	the	




The	 two	 largest	 currencies	 that	Delta	Air	 Lines	processes	 transactions	with	are	
the	 Japanese	 Yen	 and	 the	 Canadian	Dollar.	 In	 order	 to	 decrease	 risk	with	 exchanges,	
Delta	 attempts	 to	 do	 international	 transactions	 in	 the	 same	 foreign	 currency	 of	 the	
transaction.	 Other	 options	 in	 dealing	 with	 foreign	 currency	 include	 foreign	 currency	
options	and	carry	forward	contracts	(hedges).	The	company	therefore	predicts	possible	
depreciation/appreciation	 of	 the	 currency	 and	 its	 effect	 on	 cash	 settlement	 at	 the	
beginning	of	each	accounting	period.		
PREDICTED	RISKS	OF	FOREIGN	CURRENCY	EXCHANGES	






























handle	 the	 risk	of	 the	exchange	rate.	The	 realized	values	of	gains	and	 losses	 from	the	
hedge	 are	 placed	 in	 passenger	 revenue	 on	 the	 income	 statement.	 Because	 realized	
currency	 exchanges	 are	 placed	 on	 the	 income	 statement	 the	 company	 is	 transaction-
based	rather	than	translation-based.	If	the	gains	and	losses	are	unrealized	the	values	are	


































































$257	 $123	 ($89)	 ($96)	 ($23)	
Exchange	 rates	 are	 by	 far	 the	 biggest	 risk	 of	 performing	 international	
transactions;	 the	 depreciation	 or	 appreciation	 of	 foreign	 currency	 can	 have	 effects	 of	
gains/losses	 from	 export	 sales	 or	 import	 purchases.	 Overall,	 most	 of	 Delta’s	
international	 transactions	are	exports	sales,	 in	other	words,	 foreign	airfare	ticket	sales	
so	the	table	only	analyzes	the	effect	of	these.	
	
2013	 2012	 2011	 2010	 2009	
























The	 Japanese	Yen	per	US	Dollar	 saw	an	appreciation	 trend	 from	2009	 to	2011	
but	then	began	to	rise	and	depreciate	from	2011	to	2013.	An	appreciation	in	yen	would	







minor	 depreciation	 taking	 place,	 but	 not	 very	 significantly.	 The	 appreciation	 of	 the	
Canadian	Dollar	implies	that	currencies	worth	is	growing	stronger	and	therefore	sales	of	
airfare	 passengers	 will	 result	 in	 asset	 gains.	 The	 consistency	 of	 the	 Canadian	 Dollar	
2013	 2012	 2011	 2010	 2009	













































percent	 with	 Delta	 only	 paying	 $102	million	 in	 dividends	 with	 $10,540	million	 in	 net	
income.	 The	 Delta	 Air	 Lines	 Repurchase	 Program	 intends	 to	 repurchase	 $500	million	

































$914	million	 in	 2013,	 $697	million	 in	 2012,	 $598	million	 in	 2011,	 and	 $728	million	 in	
2010.	 Under	 government	 regulation,	 Delta	 elected	 to	 utilize	 the	 Alternative	 Funding	
Rules	for	pensions,	in	which	a	frozen	pension	can	be	amortized	over	17	years	at	an	8.85	
percent	discount	rate.	Opting	for	the	Alternative	Funding	Rules	allows	Delta	to	be	able	
to	 more	 easily	 predict	 the	 amount	 of	 funding	 required	 each	 year.	 	 Delta’s	 plan	 for	
investing	defined	benefit	pension	plan	assets	is	to	use	a	diverse	portfolio	that	includes	





































The	 items	highlighted	 in	blue	are	operating	 items.	The	non-operating	 items	are	
indicated	in	red	on	the	following	statements.		
INCOME	STATEMENT	
(in	millions,	except	per	share	data)	 2013	 2012	 2011	 2010	 2009	
Operating	Revenue	 	 	 	 	 	
Passenger:	 	 	 	 	 	
Mainline	 26,534		 25,173		 23,843		 21,408		 18,522		
Regional	Carriers	 6,408		 6,518		 6,414		 5,850		 5,285		
Total	Passenger	Revenue	 32,942		 31,754		 30,257		 27,258		 23,807		
Cargo		 37		 990		 1,027		 850		 788		
Other	 3,894		 3,926		 3,831		 3,647		 3,468		
Total	Operating	Revenue	 37,773		 36,670		 35,115		 31,755		 28,063		
	 	 	 	 	 	
Operating	Expense	 	 	 	 	 	
Aircraft	fuel	and	related	taxes	 10,150		 9,730		 9,730		 7,594		 7,384		
Salaries	and	related	costs	 7,266		 6,894		 6,894		 6,751		 6,838		
Regional	carrier	expense	 5,647		 5,470		 5,470		 4,305		 3,823		
Aircraft	maintenance	materials	and	
outside	repairs	
1,955		 1,765		 1,765		 1,569		 1,434		
Contracted	services	 1,590		 1,682		 1,642		 1,509		 1,405		
Depreciation	and	amortization	 1,566		 1,642		 1,523		 1,549		 1,595		
Passenger	commissions	and	other	selling	
expenses	
1,565		 1,523		 1,682		 1,511		 1,536		
Landing	fees	and	other	rents	 1,336		 1,281		 1,281		 1,281		 1,289		
Passenger	service	 732		 721		 721		 673		 638		
Profit	sharing	 372		 264		 264		 387		 480		
Aircraft	Rent	 272		 298		 298		 313		 0		
Restructuring	and	other	items	 402		 452		 242		 450		 407		


















	 	 	 	 		 	
Operating	Income	 3,400		 2,175		 1,975		 2,217		 (324)	
	 	 	 	 	 	
Other	Expense	 	 	 	 	 	
Interest	expense,	net	 (698)	 (812)	 (901)	 (969)	 (881)	
Amortization	of	debt	discount,	net	 (154)	 (193)	 (193)	 (216)	 (370)	
Loss	of	extinguishment	of	debt	 	 (118)	 (68)	 (391)	 (83)	









	 	 	 	 	 	
Income	before	Income	Taxes	 2,527		 1,025		 769		 608		 (1,581
)	
	 	 	 	 	 	
Income	Tax	Benefit	(Provision)	 8,013		 16		 85		 (15)	 344		
	 	 	 	 	 	
Net	Income	 10,540		 1,009		 854		 593		 (1,237
)	
	 	 	 	 	 	
Basic	Earnings	per	Share	 12.41		 1.20		 1.02		 0.71		 (1.50)	
Diluted	Earnings	per	Share	 12.29		 1.19		 1.01		 0.70		 (1.50)	
Cash	Dividends	Declared	per	Share	 0.12		 	 	 	 	
	
BALANCE	SHEET	
(in	millions,	except	share	data)	 2013	 2012	 2011	 2010	 2009	
Current	Assets	 	 	 	 	 	
Cash	and	cash	equivalents		 2,844		 2,416		 2,657		 2,892		 4,607		
Short-term	investments	 959		 958		 958		 718		 71		
Restricted	Cash,	Cash	Equivalents	and	Short-
Term	Investments	
122		 375		 305		 409		 423		
Accounts	Receivable,	net	of	an	allowance	of	
uncollectable	accounts	
1,609		 1,693		 1,563		 1,456		 1,353		
Fuel	Inventory		 706		 619		 168		 x	 x	
Expendable	parts	and	supplies	inventories,	net	
of	allowance	for	obsolescence		








Deferred	Income	Taxes,	net	 1,736		 463		 461		 355		 357		
Prepaid	expenses	and	other	 1,318		 1,344		 1,250		 1,159		 853		
Total	Current	Assets		 9,651		 8,272		 7,729		 7,307		 7,991		













Other	Assets	 	 	 	 	 	
Goodwill		 9,794		 9,794		 9,794		 9,794		 9,787		
Identifiable	intangibles,	net	of	accumulated	
amortization		
4,658		 4,679		 4,751		 4,749		 4,829		
Deferred	income	taxes,	net	 4,992		 0		 x	 x	 x	





















	 	 	 	 	 	
Current	Liabilities	 	 	 	 	 	
Current	maturities	of	long	term	debt	and	
capital	leases		
1,547		 1,627		 1,944		 2,073		 1,533		
Air	traffic	liability		 4,122		 3,696		 3,480		 3,306		 3,074		
Accounts	payable	 2,300		 2,293		 1,600		 1,713		 1,249		
Accrued	salaries	and	related	benefits	 1,926		 1,680		 1,367		 1,370		 1,037		
Frequent	flyer	deferred	revenue	 1,861		 1,806		 1,849		 1,690		 1,614		
Taxes	payable	 673		 585		 594		 579		 525		
Fuel	card	obligation	 602		 455		 x	 x	 x	





























Frequent	flyer	deferred	revenue		 2,559		 2,628		 2,700		 2,777		 3,198		
Deferred	income	taxes,	net	 0		 2,047		 2,028		 1,924		 1,917		


















Commitments	and	Contingencies	 	 	 	 	 	
Stakeholders'	Equity	(Deficit)	 	 	 	 	 	
Common	stock	at	.00001	par	value,	
1,500,000,000	shares	authorized		































































3.0%	 3.3%	 3.4%	 2.3%	 1.8%	
Effective	
Tax	Rate	










35	percent,	which	 is	 typical	of	 large	corporations.	The	state	tax	statutory	tax	rate	also	








2013	 2012	 2011	 2010	 2009	


























	 Net	 Operating	 Profit	 Before	 Tax	 (NOPBT),	 Net	 Operating	 Profit	 After	 Tax	
(NOPAT),	and	Net	Operating	Assets	 (NOA)	over	the	past	 five	years	are	depicted	 in	 the	
chart	 above.	 	 The	 NOPBT	 aligns	 almost	 exactly	 with	 the	 NOPAT	 except	 in	 2013.	 The	
reason	for	the	large	difference	between	NOPBT	and	NOPAT	is	the	large,	317.2	percent;	
effective	 tax	 rate	 benefit	 that	 causes	 profits	 to	 grow	much	 larger	 after	 the	 benefit	 is	
applied.	 The	 years	 besides	 2013	 have	 tax	 benefits	 or	 provisions	 that	 do	 not	 range	
outside	 of	 -20	 percent	 to	 20	 percent	 causing	 the	 before	 tax	 and	 after	 tax	 values	 to	
2013	 2012	 2011	 2010	 2009	
NOPBT	 $3,400		 $2,175		 $1,975		 $2,217		 ($324)	
NOPAT	 $14,182		 $2,173		 $2,193		 $2,160		 $293		
































in	 operating	 assets	 paired	 with	 the	 fall	 in	 operating	 liabilities.	 This	 indicates	 positive	
change	 for	 Delta.	 In	 other	 words,	 a	 growing	 NOA	means	 what	 the	 company	 owns	 is	
much	higher	 than	what	 the	company	owes.	The	growth	 in	net	assets	 in	2013	was	not	
due	to	one	specific	asset,	but	instead	was	spread	across	marginal	growth	in	many	asset	
fields.	As	for	the	decreasing	operating	liabilities,	this	drop	took	place	in	the	noncurrent	




















	 Operating	 Return	 (RNOA)	 has	 increased	 over	 the	 past	 five	 years	 with	 a	 large	
growth	 in	 2013.	 RNOA	 growth	was	 due	 to	 the	 large	 increase	 in	 NOPAT,	 especially	 in	
2013,	where	 it	 jumped	 from	 $2,173	million	 in	 2012	 to	 $14,182	million	 by	 the	 end	 of	
2013.	The	NOA	also	increased	greatly	in	2013	but	this	was	offset	due	to	smaller	NOA	in	
2012	 that	 was	 averaged	 into	 the	 denominator.	 A	 growing	 RNOA	 means	 that	 Delta	
Airlines	 is	 receiving	more	 operating	 income	 per	 operating	 asset	 held.	 The	 increase	 in	




























Earnings.	 This	 paired	with	 the	 extreme	 rise	 in	 net	 income	 allowed	 ROE	 to	 be	 a	 large	
positive	amount	in	2013.		
	
2013	 2012	 2011	 2010	 2009	
Non-OperaXng	Return	 112.05%	 -85.26%	 -363.57%	 86.20%	 -222.72%	










































equation	 for	 ROE	 is	 equal	 to	 RNOA	 plus	 Non-Operating	 Return.	 	 RNOA’s	 and	 ROE’s	
calculations	and	effects	were	discussed	earlier	in	this	section.	Looking	at	Non-Operating	
Return	 in	 2009,	 2011,	 and	 2012	 this	 figure	was	 negative,	meaning	 the	 company	was	
taking	on	less	risk	to	offset	the	highly	negative	ROE.	But	looking	at	2013,	it	is	clear	that	
there	 is	 a	 clearly	 positive	 Non-Operating	 Return,	 this	 possibly	 implies	 that	 Delta	
increased	their	ROE	by	taking	on	more	risky	investments.	Investigating	this	further	in	the	
10-K,	there	seems	to	no	investment	accounts	that	have	grown	significantly	implying	that	
Delta’s	 ROE	 growth	most	 likely	was	 due	 to	 the	 growth	 in	 company	 income,	 not	 risky	







	 2013	 2012	 2011	 2010	 2009	
NOPM	 37.55%	 5.93%	 6.25%	 6.80%	 1.04%	
X	NOAT	 2.92	 4.79	 3.41	 2.60	 1.56	









NOPM	 for	 the	most	 part	 steadily	 grew	 over	 the	 past	 five	 years,	 with	 a	 larger	
growth	occurring	in	2013.	On	the	other	hand	the	NOAT	stayed	fairly	constant	over	the	
past	five	years.	 	A	growth	in	NOPM	implies	that	the	operating	profit	per	sales	dollar	 is	










21.31%	 22.12%	 19.39%	 21.80%	 15.55%	
91.00%	 94.07%	 94.38%	 93.02%	
101.15%	
37.55%	
5.93%	 6.25%	 6.80%	 1.04%	












2013	 2012	 2011	 2010	 2009	
ART	 22.88	 22.52	 23.26	 11.3	 20.07	
INVT	 28.6	 36.66	 66.37	 77	 70.22	
LTOAT	 0.95	 1.01	 0.98	 0.89	 0.78	
APT	 12.49	 14.67	 17.09	 16.77	 14.73	
NOWCT	 -8.39	 -7.34	 -7.06	 -7.79	 -15.54	































into	 five	 components	 of:	 Accounts	 Receivable	 Turnover	 (ART),	 Inventory	 Turnover	
(INVT),	Long-Term	Operating	Asset	Turnover	(LTOAT),	Accounts	Payable	Turnover	(APT)	
and	 Net	 Operating	Working	 Capital	 Turnover	 (NOWCT).	 	 ART,	 LTOAT	 and	 APT	 stayed	
similar	over	the	past	five	years.	Inventory	Turnover	has	fallen	in	the	past	five	years	due	
to	the	decrease	 in	Cost	of	Goods	Sold,	which	 is	a	 further	positive	change	for	Delta	Air	
Lines.	 	 This	was	offset	by	 the	 slight	 increase	 in	NOWC	over	 the	past	 five	years,	which	
allowed	Delta	to	remain	at	a	constant	NOAT.		
Although	 Delta	 Air	 Lines	 tries	 to	 keep	 competitive	 prices	 with	 other	 airline	
carriers,	 they	 were	 classified	 as	 a	 product	 differentiator	 due	 to	 their	 high	 levels	 of	
customer	 service	 compared	 to	 other	 airline	 companies.	 The	 RNOA	 disaggregation	
proved	otherwise.	The	constant	NOAT	paired	with	the	rising	NOPM	means	the	company	
























returns.	 The	 operating	 returns	 are	 only	 composed	 of	 RNOA,	 which	 was	 thoroughly	
disaggregated	in	an	earlier	section.		The	non-operating	portion	of	the	equation	is	a	mix	






2013	 2012	 2011	 2010	 2009	 2008	
NNO	 $7,471	 $8,960	 $9,871	 $11,233	 $12,097	 $11,675	
Avg.	NNO	 $8,216	 $9,416	 $10,552	 $11,665	 $11,886	 	
/Avg.	
Equity	
$4,576	 ($1,764)	 ($250)	 $571	 $560	 	


















FLEV	 was	 constant	 from	 2009	 to	 2010,	 dropped	 in	 2011,	 rose	 again	 and	
remained	constant	 in	2012	to	2013.	FLEV	mainly	had	a	massive	fall	 in	2011	due	to	the	































(in	millions)	 2013	 2012	 2011	 2010	 2009	
NNE	 $3,642	 $1,164	 $1,339	 $1,567	 $1,530	
/Avg.	NNO	 $8,216	 $9,416	 $10,552	 $11,665	 $11,886	
NNEP	 44.48%	 13.36%	 12.69%	 13.43%	 12.87%	
RNOA	 109.56%	 28.40%	 21.29%	 17.65%	 1.63%	
(NNEP)	 (44.48%)	 (13.36%)	 (12.69%)	 (13.43%)	 (12.87%)	






a	 low	 marginal	 rise	 from	 2010	 to	 2013.	 This	 implies	 that	 the	 company	 had	 larger	
























	 2013	 2012	 2011	 2010	 2009	
FLEV	 1.72	 (5.34)	 (42.29)	 20.43	 21.24	
X	SPREAD	 65.08%	 16.04%	 8.60%	 4.22%	 -11.24%	
+	RNOA	 109.56%	 28.40%	 21.29%	 17.65%	 1.63%	
=ROE	 221.50%	 -57.61%	 -342.40%	 103.86%	 -237.11%	
	 	 	 	 	 	
ROE:	
DECOMPOSED	
221.50%	 -57.61%	 -342.40%	 103.86%	 -237.11%	
ROE:	SECTION	
1	


















	 The	overall	 trend	 in	gross	domestic	product	over	 the	past	13	years	has	been	a	
steady	 increase.	 The	 only	 exception	 to	 this	 trend	 is	 the	 slight	 fall	 in	 gross	 domestic	
product	 in	2009.	This	can	be	attributed	 to	 the	 recession	 that	occurred	not	only	 in	 the	
United	 States	 but	 also	 internationally	 due	 to	 the	 crash	 of	 the	 United	 States	 housing	
market.	A	growing	gross	domestic	product	correlates	to	a	strong	economy	and	therefore	
has	 positive	 outcomes	 for	 companies	 such	 as	 Delta	 Airlines.	 When	 the	 economy	 is	




























(in	millions)	 2013	 2012	 2011	 2010	 2009	
Inventory	 1,063	 1,023	 535	 318	 327	
Property	and	Equipment	 21,854	 20,713	 20,223	 20,307	 20,433	











































	 Average	wage	 index	 in	 the	United	States	has	 increased	consistently	every	year	





as	 some	 other	 industries	 experienced	 in	 2009	 and	 2010.	 Delta’s	 wages	 only	 dropped	
slightly	 in	2010	and	 remained	stable	 in	2011	and	2012.	Although	 the	effects	 from	the	








































































packages	 to	 decrease	 the	 number	 of	 employees.	 This	 was	 better	 than	 many	 other	




























slight	drop	during	the	recession	 in	2009.	This	drop	 in	Consumer	Price	 Index	 is	actually	
good	 because	wages	 during	 the	 period	 also	 fell	 meaning	 that	 employees	 were	 being	
paid	 less	 because	 the	 cost	 of	 living	 was	 lower	 as	 well.	 The	 CPI	 calculation	 was	 also	








2013	 2012	 2011	 2010	 2009	 2008	 2007	 2006	 2005	 2004	 2003	 2002	 2001	 2000	
S&P	500	 32.15%	15.89%	 2.10%	 14.82%	25.94%	 -36.55
%	




























huge	 issue	 in	 terms	 of	 buyer	 confidence.	 This	 made	 it	 difficult	 for	 firms	 to	 increase	
stockholder	 investment	 during	 the	 period	 and	 therefore	 stock	 prices	 began	 to	 fall.		
Layoffs	did	not	help	stock	prices	and	caused	a	distain	for	public	corporations	causing	the	
effects	 to	 be	 even	 worse.	 As	 seen	 in	 the	 chart,	 the	 2008	 data	 shows	 that	 return	 on	
stockholder	investments	was	heavily	negative.	Fortunately,	since	2011	the	stock	market	
has	 recovered	 enormously	 and	has	 been	 rising	 consistently	 every	 year.	 The	 increased	
















































dramatically.	 This	 can	 be	 seen	 through	 the	United	 States	Housing	 Price	 Index.	 People	
could	 no	 longer	 afford	 their	mortgages	 and	had	 to	 foreclose	 their	 homes	 causing	 the	
average	price	of	American	homes	to	fall.	 	 If	people	cannot	afford	basic	 living	expenses	
such	 as	 home	 mortgages	 and	 with	 the	 unemployment	 rate	 dramatically	 high,	 luxury	
good	 sales	 were	 put	 on	 the	 backburner.	 The	 airline	 industry	 is	 a	 luxury	 good	 that	









































means	of	work.	 This	often	meant	employees	became	entrepreneurs	 and	 started	 their	
own	 company.	 The	 airline	 industry	 on	 the	 other	 hand,	 decreased	 the	 number	 of	
competitive	 forces	 (companies)	 during	 the	 period.	 Due	 to	 the	 decrease	 in	 sales,	 the	
need	 to	 reduce	 cost	 and	 the	 large	 number	 of	 airline	 services	 available	 the	 industry	
began	 to	 consolidate.	 From	 the	 merger	 of	 Delta	 Air	 Lines	 and	 Northwest	 Airlines	 to	
American	 Airlines	 buy-out	 of	 United	 Airways,	 the	 airline	 industry	 became	 a	 much	

































other	 airports	were	 completed	 and	 allowed	 for	more	passenger	 flights.	 The	10-K	 also	
ruled	 out	 channel	 stuffing	 as	 the	 reason	 for	 the	 increased	 SGI.	 The	 company	 places	
2013	 2012	 2011	 2010	 2009	
SGI	 1.03	 1.04	 1.11	 0.13	 1.24	
GMI	 0.99	 1.19	 0.98	 1.59	 -0.81	
















advance	 ticket	 sales	 in	 Air	 Traffic	 Liability	 and	 does	 not	 recognize	 SkyMiles	 earned	




2010.	 In	 2009,	 the	 GMI	 was	 negative	 due	 to	 a	 negative	 gross	 margin	 that	 year.	 The	
negative	 gross	 margin	 in	 2009	 was	 most	 likely	 due	 to	 lower	 revenues	 due	 to	 the	
recession	 and	 the	 increased	 operating	 expenses	 from	 the	 acquisition	 of	 Northwest	
Airlines.	 In	2010	 the	 index	made	an	enormous	 jump	 to	1.59,	which	 indicates	 that	 the	
company’s	 gross	 margins	 have	 deteriorated	 and	 the	 management	 wants	 to	 improve	
numbers.	This	is	clear	from	the	large	increase	of	gross	margins	between	2009	and	2010.	





every	 year	 implies	 that	 the	 company’s	 expenses	 are	 increasing	 at	 a	 rate	 nearly	 equal	



















High	 Low	 Consensus	 Actual	
2011	 17	 1.38	 1.22	 1.30	 1.41	
2012	 17	 1.87	 1.73	 1.82	 1.83	




Actual	 3.15	 1.83	 1.41	


























































































Managers	 may	 have	 felt	 pressure	 to	 meet	 these	 targets	 due	 to	 the	 large	 amount	
earnings	per	share	surpassed	targets	in	2011.	Mangers	often	will	make	actual	earnings	















costs	 as	 period	 rather	 than	 product	 to	 increase	 gross	 margin,	 altering	 depreciation	
estimation,	 treating	 ordinary	 repairs	 as	major	 capitalized	 repairs	 to	 increase	 earnings	
and	price	concessions	to	increase	sales.	Delta	would	be	more	likely	to	alter	equipment	
such	 as	 aircrafts	 because	 that	 is	 large	 portion	 of	 their	 assets	 and	 is	 heavily	 based	 on	
estimates	 such	as	depreciation	and	major	 repairs.	 In	 terms	of	 sales,	passenger	airfare	















	 Utilizing	Delta	 Air	 Lines’	 10-K	 Leasing	Obligations	Note,	 the	 company	 has	 both	
operating	 and	 capitalized	 leases.	 Capital	 leases	 have	both	 the	 lease	 asset	 and	 liability	
reported	on	the	balance	sheet,	while	operating	leases	have	neither	the	lease	asset	nor	
the	liability	stated.	This	means	that	financial	analysis	data	that	was	calculated	in	Chapter	
6	 need	 to	 be	 adjusted	 for	 the	 capitalize	 leases	 to	 accurately	 depict	 the	 company’s	

































1	 $1,429	 0.914593737	 $1,307	
2	 $1,356	 0.836481703	 $1,134	
3	 $1,186	 0.765040927	 $907	
4	 $1,026	 0.69970164	 $718	
5	 $831	 0.639942737	 $532	









slightly	 grows	 because	 the	 company	 is	 reporting	 overall	 less	 expense	 by	 deducting	
operating	 lease	 payments	 even	 though	 depreciation	 expenses	 increase	 at	 a	 smaller	
amount.	 RNOA	 before	 the	 adjustment	 appears	 larger.	 This	 misconception	makes	 the	





















	 Companies	 like	 to	 structure	 their	 leases	 as	 operating	 rather	 than	 capitalizing	
them	because	it	benefits	their	financial	data.	The	company’s	income	will	appear	higher	
in	years	with	an	operating	lease	because	the	rent	expense	of	an	operating	lease	is	less	
than	the	depreciation	and	 interest	expense	of	a	capital	 lease.	This	means	that	 income	





that	 high	 because	 the	 company	 is	 increasing	 its	 debt,	 which	 is	 not	 an	 ideal	 business	














Weighted-average	 cost	 of	 capital	 is	 an	 important	 financial	 analysis	 indicator	
utilized	 in	 performance	 evaluation	 and	 stock	 valuation	 models.	 In	 order	 to	 find	
weighted-average	cost	of	capital	(WACC),	first	the	cost	of	equity	and	cost	of	debt	must	
be	 computed.	 The	 cost	 of	 equity	 is	 computed	 by	 take	 the	 risk-free	 interest	 rate	 (2.5	
percent)	plus	beta	 (.58)	 times	 the	 spread	 (six	percent).	 The	 risk-free	 interest	 rate	and	










calculated	 by	 finding	 the	 average	 interest-bearing	 debt,	 which	 consists	 of	 both	 long-
term	and	current	liabilities	like	notes,	leases,	etc.	that	pay	interest,	and	dividing	interest	
expense	 by	 that	 value.	 The	 answer	 to	 that	 computation	 gives	 the	 company’s	 cost	 of	
debt	before	 tax.	Delta	Air	 	 Lines’	value	was	5.80	percent.	To	 find	 the	after-tax	cost	of	


















Once	both	 the	 cost	 of	 equity	 and	debt	 has	 been	 calculated,	 the	WACC	 can	be	
found.	The	equation	for	WACC	is	the	stockholder’s	equity	in	2013	divided	by	the	sum	of	
stockholder’s	 equity	 and	 total	 debt	 in	 2013.	 That	 value	 is	 called	 the	 equity	 weight.	
Taking	 one	 minus	 the	 equity	 weight	 finds	 debt	 weight.	 Finally,	 WACC	 is	 equated	 by	


























































a	popular	and	widely	used	stock	valuation	model	 that	 is	best	when	the	 firm	reports	a	
positive	 FCFF.	 FCFF	 is	 operating	 activity	 cash	 flows	 plus	 investing	 activity	 cash	 flows.		
DCF	 has	 the	 advantage	 of	 cash	 flows	 not	 being	 affected	 of	 accrual	 accounting,	which	
means	 that	 noncash	 or	 unearned	 activities	 will	 not	 affect	 the	 stock	 valuation.	 DCF	 is	































Year	 2013	 2014	 2015	 2016	 2017	 2018	
Operating	 $4,504	 	 	 	 	 	
Investing	 ($2,756)	 	 	 	 	 	
FCFF	 $1,748	 $1,800	 $1,854	 $1,910	 $1,967	 $2,026	
Discount	Factor	 	 0.869	 0.756	 0.658	 0.572	 	
PV	of	Horizon	FCFF	 	 $1,566	 $1,403	 $1,257	 $1,126	 	
Cum.	PV	of	Horizon	FCFF	 $5,351	 	 	 	 	 	
+	PV	of	terminal	FCFF	 $14,495	 	 	 	 	 	
=	Total	Firm	Value	 $19,846	 	 	 	 	 	
Less	NNO	 ($13,000)	 	 	 	 	 	
=	Firm	Equity	Value	 $6,846	 	 	 	 	 	
Shares	Outstanding	(in	millions)	 /869	 	 	 	 	 	
Stock	Value	Per	Share	 $7.88	 	 	 	 	 	
	 	 	 	 	 	 	
Trading	Price	12/31/2013	 27.19	 	 	 	 	 	
	 	








	 The	 other	 option	 for	 calculating	 stock	 valuation	 is	 the	 ROPI	 model.	 The	 ROPI	
model	 focuses	 on	 value	 drivers	 like	 asset	 turnovers,	 specifically	 NOAT,	 and	 profit	









model	 is	 best	 for	 companies	with	most	 assets	 and	 liabilities	 reported	 on	 the	 balance	





Year	 2013	 2014	 2015	 2016	 2017	 2018	
Sales	 $37,773	 $38,906	 $40,073	 $41,275	 $42,513	 $42,938	
Growth	Rate	 3.0%	 3.0%	 3.0%	 3.0%	 3.0%	 1.0%	
NOPM	 0.40	 0.4	 0.4	 0.4	 0.4	 0.4	
NOPAT	 $15,109	 $15,562	 $16,029	 $16,510	 $17,005	 $17,175	
NOAT	 2.4	 2.4	 2.4	 2.4	 2.4	 2.4	
NOA	 $15,739	 $16,211	 $16,697	 $17,198	 $17,714	 $17,891	
	 	 	 	 	 	 	
Residual	Income	Model	 	 1	 2	 3	 4	 Terminal	
	
Required	Return	 	 $2,358	 $2,428	 $2,501	 $2,576	 $2,654	
ROPI	 	 $13,204	 $13,601	 $14,009	 $14,429	 $14,521	
Discount	Factor	 	 0.86972	 0.75641	 0.65786	 0.57215	 	
PV	of	Horizon	ROPI	 	 $11,484	 $10,288	 $9,216	 $8,255	 	
Cum.	PV	of	Horizon	ROPI	 $39,243	 	 	 	 	 	
+	PV	of	Terminal	ROPI	 $103,873	 	 	 	 	 	
=	Total	Firm	Value	 $143,116	 	 	 	 	 	
Less	NNO	 ($13,000)	 	 	 	 	 	
=	Firm	Equity	Value	 $130,116	 	 	 	 	 	
Shares	Outstanding	(in	
millions)	
/896	 	 	 	 	 	
Stock	Value	per	Share	 $145.22	 	 	 	 	 	
	 	 	 	 	 	 	










on	 December	 31,	 2013	 was	 $27.19.	 This	 valuation	 method	 shows	 that	 the	 Delta	 Air	
Lines’	 stock	 is	 heavily	 undervalued.	 The	ROPI	Model	 is	most	 likely	 the	best	model	 for	
Delta	Air	Lines	 largely	due	to	the	enormous	amount	of	plant,	property	and	equipment	
assets	 the	 company	 owns.	 The	 company	 also	 has	 a	 large	 interest	 in	 balance	 sheet	
liabilities	 such	 as	 leases.	 These	 items	 are	 not	 included	 in	 the	 DCF	Model	 causing	 the	
stock	to	seem	greatly	overvalued,	when	really	the	opposite	is	taking	place.	Utilizing	the	
ROPI	 Model,	 potential	 stockholders	 should	 invest	 in	 Delta	 Air	 Lines	 due	 to	 the	

















































































































































































































































































































































































































































































































































































































































































































































































































































































	 An	audit	 risk	 is	most	 likely	 to	occur	when	 three	areas	of	 the	 fraud	 triangle	are	
met:	 pressure,	 realization,	 and	 opportunity.	 Assets	 easily	 meet	 all	 three	 of	 the	
requirements,	making	assets	a	large	audit	risk	for	Delta	Air	Lines.	Management	may	feel	
the	 pressure	 to	 increase	 asset	 amounts	 because	 this	 usually	 helps	 improve	 financial	
analysis	 data	 and	 therefore	 shareholder	 value.	 Realization	 that	 assets	 can	 be	 easily	
manipulated	 to	 higher	 values	 furthers	 the	 ability	 to	 commit	 fraud.	Many	 of	 Delta	 Air	
Lines’	 assets	 are	 valued	 with	 predicted	 amounts	 rather	 than	 the	 predetermined	
payment	values	 like	 liabilities	due.	 In	 terms	of	opportunity,	assets	also	have	an	easier	
accessibility	 because	 they	 are	 the	 right	 of	 the	 company	 and	 therefore	 can	 be	
misconstrued	due	to	the	lack	of	obligation	to	pay	or	provide	a	service	to	another	entity.	
In	other	words,	 the	company	can	act	single	handily	 in	asset	 fraud	because	there	 is	no	
involvement	with	other	 companies.	Therefore,	auditors	 should	concentrate	heavily	on	
what	 the	 company	 reports	 as	 owned	 because	 they	 have	 a	 smaller	 audit	 trail	 than	
liabilities	 due	 to	 the	 lack	 of	 multiple	 entity	 involvement.	 Furthermore,	 assets	 have	 a	
higher	accessibility	from	personnel	due	their	ability	to	be	tangible	items.	The	immense	
size	of	property,	plant	and	equipment	and	 the	estimations	utilized	allows	 for	an	audit	
risk	 to	 occur	 and	 the	 lack	 of	 clarity	 in	 inventory	 controls	 creates	 a	 risk	 there	 as	well.	













Property,	 Plant	 and	 Equipment	 should	 be	 tested	 to	 ensure	 that	 financial	 values	
presented	 are	 what	 actually	 exist.	 First	 the	 auditor	 should	 take	 a	 physical	 count	 of	
equipment	(the	aircrafts).	The	auditor	should	also	research	the	fair	market	value	of	the	
assets	 using	 current	 average	 sales	 prices.	 The	 biggest	 estimation	 for	 PPE	 is	 the	
calculation	 of	 depreciation	 expense.	 Delta	 Air	 Lines	 uses	 straight-line	 depreciation	
meaning	 the	 depreciation	 expense	 should	 be	 equal	 for	 each	 asset	 every	 year.	 The	
company	must	estimate	the	useful	
	life	of	the	asset	in	order	to	determine	depreciation	expense.	The	best	way	of	doing	this	







































































	Inventory	needs	 to	be	 checked	 to	ensure	 that	ending	 inventory,	 inventory	purchased	
and	inventory	sales	and	recorded	accurately	in	the	financial	statement.	First	the	auditor	










incorrectly	 entered	 for	 the	 sale	 or	 purchase	 of	 inventory,	 but	 also	 to	 detect	 if	 a	
personnel	 is	 selling	 inventory	 or	 purchasing	 inventory	 at	 higher	 values	 and	 pocketing	





















































































The	 United	 States	 has	 a	 statutory	 corporate	 tax	 rate	 of	 35	 percent	 plus	 the	
statutory	 tax	 rate	 for	 corporations	 of	 the	 state	 the	 company	 performs	 operations	 in,	
creating	an	overall	average	corporate	tax	rate	of	40	percent.	The	United	States	has	high	






















the	 two	 countries	 that	 Delta	 performs	 the	 most	 transactions	 in	 and	 has	 the	 highest	
amount	of	 foreign	currency	exchange	with.	 Japan’s	 tax	 rate	 is	only	 five	percent	 lower	
than	 the	 United	 States	 while	 Canada’s	 is	 about	 15	 percent	 lower.	 Mexico	 and	 Brazil	
















to	offset	 future	earnings.	Plus	 the	company	has	 losses	 from	years	prior	 to	 that,	which	








the	 company	 still	 has	15.3	billion	of	 loses	 that	 relates	 to	eight	billion	dollars	 to	offset	
future	 incomes.	The	company	does	not	expect	to	have	to	pay	any	 income	taxes	 in	the	
next	few	years	due	to	these	carry	forwards	and	other	tax	benefits	(Bachman).	Delta	Air	
Lines	also	 receives	a	 tax	credit	 for	 its	purchase	of	 jet	 fuel.	This	 tax	was	credit	 in	2004	









cash	 income	 taxes	 for	 at	 least	 the	 next	 few	 coming	 years.	 To	 continue	 receiving	 tax	
credits,	Delta	must	chose	more	long-term	tax	saving	options	because	the	tax	credit	from	













lease,	 but	 not	 actually	 pay	 that	 amount	 in	 the	 year	 because	 payments	 are	 split	 into	
smaller	lease	payment	amounts	over	multiple	years.	Sometimes,	the	amount	deducted	












The	 balanced	 scorecard	 indicates	 to	 organizations	 such	 as	 Delta	 Air	 Lines	
possible	 area	 for	 improvement	 based	 on	 some	 key	 performance	 measures.	 The	
balanced	scorecard	 is	split	 into	four	perspectives	that	build	upon	one	another:	growth	
and	 learning,	 internal	 process,	 customer	 and	 financial.	 Each	 perspective	 has	 main	
descriptors	that	make	up	 its	build.	These	descriptors	 indicate	the	type	of	performance	
measurement	 that	 will	 indicate	 the	 effectiveness	 or	 growth	 of	 that	 perspective.	 For	
example,	 measures	 that	 analyze	 human	 capital	 relate	 to	 the	 growth	 and	 learning	

























	 As	 stated	before,	 these	perspectives	build	 on	one	 another.	 So	 the	 growth	 and	
learning	 perspective	 improves	 the	 firm’s	 infrastructure	 and	 basic	 processes.	 This	
improvement	 allows	 for	 better	 improvement	 on	 internal	 processes,	 or	 how	 the	 firm	
performs	 tasks	 and	 manages	 multiple	 business	 areas.	 This	 leads	 into	 customer	
perspective,	 which	 is	 all	 about	 improving	 customer	 relations	 and	 the	 number	 of	
customers	 the	 company	attains.	 Internal	 processes	 and	 customer	perspectives	 in	 turn	
improve	the	financial	perspectives	of	productivity	and	growth	by	making	the	company	
more	efficient	and	creating	a	larger	customer	base.	Clearly,	the	balanced	scorecard	has	




































Time	Between	Flights	 Operations	 Management:	 This	 includes	 layover	 time,	
boarding	 time,	and	ground	 time	between	 flights,	goal	 is	 to	
decrease	non-value	added	time	
Baggage	Lost	 Customer	 Management:	 Managing	 customers	 baggage	 to	

































Net	Income	 Productivity	 Strategy:	 Are	 revenues	 increasing	 while	 costs	 are	
falling?	 How	 can	 we	 gain	 larger	 revenues	 while	 keeping	 costs	
lower	













“Number	 of	 Flights	 on	 Time”	 under	 the	 Internal	 Processes	 Perspective.	 The	 problem	
with	this	is	that	in	recent	years	airlines	have	put	too	much	focus	on	this.	In	2012,	more	
flights	arrived	early	that	ever	recorded	in	airline	service	history,	but	this	reveals	an	even	
larger	 issue.	 Airline	 industry	 corporations	 tend	 to	 now	 “cushion”	 flight	 schedules	 by	
allowing	extra	time	for	flights	so	more	flights	arrive	“early”	due	to	the	overage	of	time	
scheduled.	According	to	USA	Today,	95	percent	of	flights	in	2012	were	scheduled	longer	
than	 in	 1995.	 The	 biggest	 problem	 with	 cushioning	 schedules	 is	 this	 increases	 the	
amount	 of	 time	 planes	 remain	 idle	 between	 flights.	 This	 highlights	 the	 Internal	
Processes	Perspective	balanced	scorecard	key	performance	measure	of	“Time	Between	
Flights.”	 2012	 was	 the	 first	 time	 ever	 that	 early	 flights	 (1,213,842)	 was	 more	 than	
problem	 flights	 (1,106,539).	On	 time	 flights	 satisfy	 customers,	 but	 idle	 time	 creates	 a	
loss	of	potential	sales.	According	to	the	Federal	Aviation	Administration	the	non-value	
time	 costs	 airline	 companies	 3.7	 billion	 dollars	 in	 sales.	 My	 recommendation	 is	 to	
decrease	idle	time	back	to	its	 levels	 in	the	late	1990’s	and	therefore	gaining	3.7	billion	
dollars	 in	 sales.	The	best	way	 to	decrease	 idle	 time	 is	 for	 the	company	 to	utilize	 their	














	 Delta	 needs	 to	 further	 invest	 in	 their	 refinery	 segment.	 Recent	 reports	 have	
announced	 that	 the	 state	 tax	 benefit	 Delta	 receives	 on	 jet	 fuel	 purchases	 may	 be	
rescinded	in	coming	years.	The	tax	credit	was	put	in	place	when	Delta	Air	Lines	had	to	
file	for	bankruptcy	in	2005	in	the	state	of	Georgia	(Delta’s	headquarter	state),	but	due	to	
the	 continual	 growth	 and	 success	 of	 Delta	 since	 that	 time,	 Georgia	 is	 considering	
removing	the	credit.	This	means	Delta	Air	Lines	will	no	longer	receive	a	tax	credit	when	
purchasing	jet	fuel.	The	issue	with	crude	oil	is	volatility	in	price.	When	prices	are	low	it	
benefits	 Delta	 to	 purchase	 already	 refined	 jet	 fuel,	 but	 when	 oil	 prices	 are	 high	 it	
benefits	Delta	to	purchase	crude	oil	and	refine	it	on	its	own	to	avoid	further	price	mark	
ups.	 Currently,	 Delta	 is	 refining	 some	 of	 its	 jet	 fuel	 and	 purchasing	 some	 as	 well.	 I	
recommend	that	Delta	 invest	 further	 into	 its	 refinery	business	because	 it	 is	more	cost	
effective	 to	purchase	 raw	materials	earlier	 in	 the	 supply	 chain.	Additionally,	Delta	has	
already	 paid	 for	 the	 bulk	 of	 its	 refinery	 infrastructure	 cost,	 leaving	 the	 only	 expense	
required	to	refine	 is	 the	purchase	of	crude	oil,	direct	 labor	and	factory	overhead.	This	















other	 functions.	 This	 data	 is	 shared	 through	 Delta’s	 ERP	 system,	 which	 allows	 ticket	
purchases	to	automatically	be	updated	 into	the	 ledger	Fly	Delta	Application	applies	 to	
the	Customer	Perspective	“Number	of	Customers	Utilizing	Loyalty	Program	and	App.”	In	
order	 to	 increase	 the	 number	 of	 people	 that	 utilizes	 Delta	 Air	 Lines	 application,	 the	
company	must	provide	a	secure	network	 for	payments	and	storing	data.	The	problem	
with	 allowing	 purchasing	 on	 the	 application	 is	 that	 Delta	 Air	 Lines	must	 regulate	 the	
payments	 through	 PCI	 Compliances	 to	 protect	 purchasers’	 secure	 data.	 On	 average,	
companies	 spend	 up	 to	 355	 million	 dollars	 a	 year	 on	 meeting	 PCI	 Compliances.	
Requirements	 for	 PCI	 include:	 encryption	 of	 credit	 card	 data,	 firewalls,	 secure	
passwords,	anti-virus	and	security	updates,	restrict	access	to	purchaser’s	personal	data,	
and	testing	and	monitoring	the	system.		
	 A	 cost	 saving	 route	 that	 many	 companies	 take	 is	 outsourcing	 the	 credit	 card	
purchasing	process	to	a	third	party.	So	although	it	may	look	or	feel	like	the	consumer	is	
still	using	the	Delta’s	applications	to	pay	based	on	the	 interface,	the	company	actually	








forgo	 any	 PCI	 compliance	 costs	 it	 may	 incur.	 This	 will	 decrease	 overall	 company	
expenses	 and	 therefore	 allow	 the	 company	 to	 invest	 the	 money	 in	 other	 entities.	 I	
recommend	using	a	system	such	as	Apple	Pay	or	Google	Wallet	for	outsourcing.	Apply	
Pay	 and	 Google	 Wallet	 are	 both	 great	 options	 because	 the	 installation	 costs	 of	 the	
systems	 are	 free.	 In	 other	 words,	 companies	 do	 not	 have	 to	 pay	 a	 fee	 to	 utilize	 the	
payment	systems	within	their	apps.		
	 How	 the	 system	 works	 is	 that	 it	 ensures	 secure	 encryption	 of	 credit	 card	
information.	First	the	customer	must	enter	their	credit	card	data	into	Apple	Pay.	Apple	
pay	then	takes	the	card	information	and	creates	a	unique	device	account	number	that	is	
unrelated	 to	 the	credit	card	number.	When	a	 transaction	occurs,	Apple	Pay	sends	 the	
merchant	the	unique	account	number	and	the	merchant	verifies	this	number	and	sends	
it	 to	 a	 corresponding	 credit	 card	 company.	 The	 credit	 card	 company	 this	 has	 the	
authorization	 to	 link	 the	 unique	 account	 number	 to	 the	 Apple	 Pay	 account	 with	 the	
credit	card	data	and	then	the	transaction	is	complete.	The	key	attribute	of	this	system	is	
that	the	merchant	(Delta)	would	never	actually	withhold	the	consumer’s	personal	data.	


















therefore	 increasing	 net	 income.	 This	 may	 be	 somewhat	 canceled	 out	 due	 to	
recommendation	 two	with	 the	 increase	 in	 purchases	 of	 crude	 oil.	 Reducing	 idle	 time	
would	 increase	 sales	 by	 3.7	 billion	 dollars.	 Investing	 more	 money	 in	 the	 refinery	
segment	would	create	approximately	a	billion	more	in	refinery	sales	each	year.	Both	of	
these	increases	in	sales	would	cause	sales	growth	each	year	to	increase	from	3	percent	
to	 10	 percent.	 This	 was	 calculated	 by	 recalculating	 sales	 growth	 in	 terms	 of	 the	
recommendations	 from	 2013	 to	 predict	 for	 2014.	 The	 change	 in	 sales	 growth	 would	
affect	 our	 ROPI.	 ROPI	 measures	 stock	 valuation	 and	 with	 the	 recommendations	 the	













ROPI	 2013	 2014	 2015	 2016	 2017	 Terminal	
Sales	Growth	 	 10%	 10%	 10%	 10%	 1%	
Sales	 37773	 43,439	 47783	 52561	 57817	 58395	
NOPM		 0.40	 0.4	 0.4	 0.4	 0.4	 0.4	
NOPAT	 15109	 17376	 19113	 21024	 23127	 23358	
NOAT	 2.4	 2.4	 2.4	 2.4	 2.4	 2.4	
NOA	 15739	 18100	 19910	 21900	 24091	 24331	
	 	 	 	 	 	 	
Residual	Income	Model	 	 1	 2	 3	 4	 	
Required	Return	 	 2358	 2711	 2982	 3281	 3609	
ROPI	 	 15018	 16402	 18042	 19846	 19749	
Discount	Factor		 	 0.86972	 0.75641	 0.65786	 0.57215	 	
PV	of	Horizon	ROPI	 	 13061	 12406	 11869	 11355	 	
Cum.	PV	of	Horizon	ROPI	 48692	 	 	 	 	 	
PV	of	Terminal	ROPI	 141269	 	 	 	 	 	
Total	firm	value	 189961	 	 	 	 	 	
Less	NNO	 13000	 	 	 	 	 	
Firm	Equity	Value		 176961	 	 	 	 	 	
Shares	Outstand		 896	 	 	 	 	 	
Stock	Value	per	share	 197.50	 	 	 	 	 	
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